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Cincinnati Convention, 1946 


Some observations from the editor’s 
notebook about what many said was 
one of our most interesting meetings 


CINCINNATI, 1946, wasn’t our big- 
gest convention in point of num- 
bers—although, in some 
may have seemed so—but it was ap- 
parently the largest yet held frem the 
standpoint of out-of-town attendance. 
Registration hit 1080 which has been 
exceeded twice in the past decade when 
we met in Chicago where we have a 
much larger local registration to draw 
from. Attendance at MBA conventions 
—and postwar conferences as we called 
several of them—for the past decade 
have run like this: 
1936— 595 
1937— 735 
1938—1217 
1939— 808 
1940—1101 
1941— 770 
1942— 608 
1943— 695 : 
1944— 969 : 
1945— 940 : 
1946—1080 at 
But size means little; the big point 
is: what did you get out of it and was 
it a good convention? As far as we have 
been able to determine, the answer is 
” ‘The great number of favorable 


respects, it 


Memphis. 
Cleveland. 
Chicago 
Detroit. 
Chicago. 
New York. 
Chicags . 
Chicago. 
Chicago. 
New York. 
Cincinnati. 


“ves. 
comments about the meeting was sur- 
prising; it left the officers with no other 
alternative but to conclude that mem- 
bers liked it as well as any convention 
or clinic they have attended in the past. 

Especially praised was the group of 
speakers who appeared on the program. 
A great many expressed themselves as 


believing that no more important group 
of men has appeared on a program be- 
fore. What impressed others was the 
importance of what our speakers had 


to say. The addresses of Thomas I. 
Parkinson of The Equitable, Charles 
F. Williams of Western and Southern, 
Prof. Raymond Rodgers of New York 
University, Frank C. Rathje, former 
president of ABA, former Gov. John 
W. Bricker of Ohio, Dr. E. L. Butz 
of Purdue University and James L. 
Dougherty of the RFC Mortgage Com- 
pany—to mention only a few—repre- 
sented really important public statements 
on matters that have a vital meaning 
for everyone in the mortgage business 


today. 

Attendance at the sessions is always 
a basic indicator as to how the meeting 
is going although it is by no means con- 
clusive, especially at MBA meetings. 
Regardless of what sort of program is 
arranged, members will always devote 
considerable convention time to renew- 
ing acquaintances, contacting their in- 
vestment outlets, etc. That is expected; 
and at Cincinnati some of our general 
sessions were somewhat slow in getting 
started because of small attendance at 
the beginning. All in all, however, at- 
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tendance was good indicating that mem- 
bers were interested in hearing what 
the speakers had to say. 

Practically every state in the union 
was represented at the Convention 
where we were housed in 11 different 
hotels not including those who were 
“with friends.” Cincinnati and Chi- 
cago vied for the largest delegations 
with each running around 75. A few 
others were: 


Cleveland 51 
Detroit 43 
New York 40 
Minneapolis 32 
St. Louis 31 
Nashville 22 
Dallas 20 
Philadelphia 20 
Houston 18 
Kansas City 15 
Thus without the local Cincinnati 
group, we had more than a thousand 
out-of-town people for our 33rd annual 
Convention—a fact which a number of 
MBA board members were quick to 
note is something to think about in 
planning future conventions. It isn’t 
easy any time, particularly during these 
abnormal times, to set up a meeting for 
a thousand out-of-town people. That’s 
especially true for MBA meetings be- 
cause of the extremely heavy demand 
for the best hotel accommodations, such 
as suites. At Cincinnati, for instance, 
available suites could only satisfy a very 
small proportion of the demand and 


(Continued on page 16) 











WHAT THEY SAID IN 


CINCINNATI 





Time Here for Return to Old Fundamentals 
President Kanaley Tells the Convention 


RETURN to the old fundamentals 
” of life is sorely needed in this coun- 
try for a revival of the best in 
national character, President Byron 
V. Kanaley told our members in his 
address opening the first general session. 


our 


“This convention was begun with 
prayer, seeking divine guidance for our 
hearts, minds and our actions in 
these our labors of these three days. And 
it may be that for all we see 
in the world at large, that prayer may 
We have tried shibbo- 


leths and nostrums and isms and philoso- 


our 


about us 


be the answer. 
phies and bread and circuses, and ob- 
serve the mess we are in, and apparent- 
ly no end to it. It may be that the 
time has at long last come for the old 
fundamentals . 

“T shall repeat what I said on an oc- 
that never 


have we looked out on so sorry a world, 


casion a few months ago, 


war and alarms of war, nation against 


nation, class against class, capital against 
labor and labor against capital, neighbor 
against neighbor, the poor against the 
And it may be that in answer to 
prayer from all, regardless of creed, or 
lack of creed, for prayer may be in the 
heart if not on the lips, that He who 
rules over all may one day turn over this 
world with man’s feet 


rich. 


topsy turvy 
planted firmly upon the earth and his 


And 


when that day shall come, it will surely 


face once more toward the stars. 


come, in part, through the efforts of the 
business men and women of America 
who incorporate in their daily lives, and 
make it a living thing, the realization 
of the personal dignity of man and his 
eternal destiny.” 

President Kanaley reviewed MBA’s 
progress during the past year and said 
that our membership had now reached 


the highest point in its history. 


Present Cheap Money Policy Is a Delusion 
Is View of Thomas I. Parkinson 


T WO of the most notable addresses 

of not only our convention but of 
iny given anywhere this year, were those 
of Thomas I. Parkinson, president of 
The Equitable Life Assurance Society 
of the United States, and Charles F. 
Williams, president of the Western 
& Southern Life Insurance Company. 
Both 


tinguished figures in the insurance world 


men are among the most dis- 
and both are known for their strong 
views on questions of the day. Both 
are equally well-known for their deter- 
mination to speak frankly and honestly 
on these questions. 

Both deplored the artificial cheap mo- 
Both 


and 


ney policy of the present time. 


pleaded for a return to a sane 


normal economy. 


The time has come for a demobiliza- 
tion of our vast supply of war-time mo- 
ney—and a demobilization of powers 
granted the executive department and 
the central government in Washington 


Mr. Parkinson said. He de- 


as W ell, 


clared the over-supply of money created 
by the war emergency is the chief cause 
»f our principal economic disturbance 
today. 

“The American people are being 
fooled again by the government’s cheap 
money policy. They are being misled in 
thinking that this policy helps them. 
Why pay 3 per cent for mortgage mo- 
ney when your house costs you twice as 
much?” 

Parkinson recommended an immedi- 
ate cut in governmental expenditures 
and said one way that the over-supply 
of money could be reduced would be to 
force banks to liquidate some of the 
bonds they hold and have them pur- 
chased by non-banking institutions—but 
added that he didn’t know what non- 
banking institutions would buy them at 
the prices the banks paid. Some short- 
term issues ought to be refunded into 
longer term issues. 

We have this huge over-supply of 


wartime money—which he set at $170 
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billion today as against $60 billion in 
1939—because we largely financed the 
war through banks. 

“We did not do a good job of selling 
bonds to the people during the war,” 
he said. “The chief cause of the pres- 
sure on prices upward and the general 
economic disturbance we are experienc- 
ing today is due to this policy of financ- 
ing through banks.” 


Today we are faced with a serious 
problem “that results from some foolish 
smart-aleck idea not to pay more than 
2'% per cent on government bonds.” 

Discussing the housing problem, 
Parkinson said that while the demand 
for housing seems almost unlimited, 
the many programs that have been of- 
fered haven’t worked. 

“The cause can be found in public 
policies. Every man in public life seems 
to have a housing program but so far 


these programs have produced little 
housing. About all the millions of re- 
turning veterans are being offered is a 


chance to buy existing housing at exces- 
sive prices.” He told our members that 
they ought to make these public policies 
regarding housing their own business. 
Turning to the recent civil action in- 
stituted in New York by the anti-trust 
division of the Attorney General’s of- 
fice, Parkinson was sharply critical of 
the entire affair. He told how the Mort- 
gage Conference was set up in 1933 by 
the savings banks, life insurance com- 
panies and banks at the suggestion of 
the New York State Banking Commis- 


sioner to clear information among 
themselves. These institutions have 


large holdings of mortgage and hous- 
ing investments. 


Now they are charged with conspir- 
ing to fix interest rates, set uniform 
terms for mortgage loans and agreeing 
on uniform appraisals of property— 
all of which Parkinson termed unjust. 

He said it was “unbelievable that re- 
sponsible government officials would 
bring such charges.” 

“The government in Washington has 
become so big that often irresponsible 
subordinates get away with murder be- 
fore the top officials know what is go- 
ing on,” he said. 
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In his address, Mr. Williams said 
that if we are to maintain our Amer- 
ican way of life, our pride in independ- 
ence and security, we must make it 
attractive and financially remunerative 
for everyone to save and create their 
own independence and you can’t do that 
by rates that pay only | or 2 per cent 
on savings. 

Continuing, Mr. Williams declared 
that you can’t do it “by socialized credit, 
catering to the idle, profligate and non- 
worker as against the worker, small 
business man and rugged individualism. 

“This country must be provided with 
funds for building and expansion. The 
insurance companies, by the very na- 
ture of their business, will always have 
funds for such investments if they 
possess the attractive features necessary. 

“We have, as a nation, progressed 
more rapidly because we have continual- 
ly expanded through constructive bor- 
rowing. As long as the source of funds 


does not dry up, we will continue to 
| »” 
ao so. 

Mr. Williams said the government 


has become heavily interested in private 
business and “is now a controlling part- 
ner in a great many lines. I do not 
want a partner who, through guaran- 
tees and subsidies, might make it im- 
possible to operate to the best interests 


of the business. The decision of the 


Supreme Court holding life insurance 
to be interstate commerce gives the gov- 
ernment the right to supervise and con- 
trol life insurance as it does railroads 
and utilities. This means that the gov- 
ernment can practically order what in- 
vestments should be made and how to 
conduct our business. 

“‘We as business men are becoming 
weak. We rely too much upon various 
federal agencies to help us run our busi- 
ness. We can sell our mortgage loans 
easier and at more profit when they are 
approved and guaranteed by FHA and 
other agencies. Judgment is transferred 
from you to an agency. 

“We grant that FHA did 
job during the emergency of the thirties 
and has lifted the standards of construc- 
tion of the small home; nevertheless, it 
is not the American way to pass all risk 
to the taxpayer. Such is the beginning 
of socialization in the field of mortgage 
finance. Governments of other coun- 
tries are nationalizing insurance, banks 
and we are 


a good 


and financial institutions 
leaning that way. Let’s get back to first 
principles, back to private ownership, 
back to our own resources. 

“As we survey world conditions, it 
appears that in most of the countries of 
the world, the economic struggle is be- 


Or- 


thodox capitalism, as we have known it, 


tween socialism and communism. 


has been, to a large extent, liquidated 
by the war and the struggle for re- 
covery. Only in the United States have 
the major forces of capitalism been 
able to maintain themselves.” 


Foley Sees No Return 


to Pre-war Costs 


AS IS natural, FHA was much in the 

minds of the more than a thousand 
who attended the Convention. FHA 
approved mortgagees had an opportuni- 
ty to hear Commissioner Raymond 
M. Foley speak informally Sunday 
afternoon before the Convention 
opening (See page 15). Then at the 
first morning session he made his for- 
mal address. 

That the veterans housing program 
is going to succeed, despite all the dif- 
ficulties in the way, was the belief ex- 
pressed by Commissioner Foley. 

“And when the 
pleted, we will have made much prog- 
ress in a better coordination of all seg- 
ments of the far-flung, too-loosely-knit 
building industry, a greater use of mod- 
ern techniques and new materials and 
will have made it possible to apply great- 
er efficiency and reduce waste to the end 
that we may attain our objective in pri- 
vate enterprise—namely, better housing 


program is com- 





Guy T. O. Hollyday Takes Over as 1946-47 President 


The new administration of President 
Guy T. O. Hollyday of Baltimore is 
now under way. 

Mr. Hollyday, president of the Title 
Guarantee and Trust Company of Bal- 
timore, was elected president Wednes- 
day morning, to succeed Byron V. 
Kanaley of Chicago. John C. Thomp- 
son, president of the New Jersey Realty 
Company of Newark, was elected vice 
president. 

As announced ‘in our October issue, 
new regional vice presidents for the 
twelve districts are Wallace W. True, 
New York; James W. Rouse, Balti- 
more; Brown Whatley, Jacksonville, 
Fia.; John R. Moynahan, Indianapolis; 
O. G. Gresham, Birmingham; Harry 
A. Fischer, Chicago; Hubert A. Haeuss- 
ler, Detroit; Fred H. Quiner, Des 
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Moines; H. B. Moffitt, Oklahoma City 4 
R. D. Buck Walton, Houston; John M. 
Marble, Los Angeles; and Kenneth J. 
Morford, Seattle. 


Neel Says WET-Type 
Bill May Be Offered 


Mortgage bankers and real estate 
men face a big challenge during the 
coming year when it seems almost cer- 
tain some general housing bill, such as 
the Wagner-Ellender-Taft bill of the 
last session of congress, will be intro- 
duced, Samuel E. Neel, Washington 
counsel of MBA, said in his address. 

“The Wagner-Ellender-Taft _ bill 
was a government attempt to approach 
a solution to some of the many prob- 
confront the housing in- 


lems which 
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dustry today. These problems demand 
answers and they will be answered in 
or the other. If private in- 
dustry methods for 
their solution, including appropriate 
legislation, the government will surely 
do it.” 


one Way 


does not suggest 


Neel cited the principal objectives 
embodied in the Wagner-Ellender- 
Taft legislation, which failed to pass 
both houses of congress in the last ses- 
sion, as federal aid for expanded slum 
clearance, urban redevelopment, low- 
cost housing for low-income groups, 
reorganization of federal housing 
agencies, liberalization of FHA and 
setting up research and statistical pro- 
grams on the needs and markets for 
new housing. 











for the great masses of the people at 
’”) 
prices and on terms they can afford. 


To those who seek a substantial re- 
duction in the cost of housing, Foley 
had little comfort, declaring that “‘at 
no time have we believed that the cost 
of housing would go back to the level 
of pre-war. We have contended that 
the industry must find means to bring 
the cost of housing, as measured in terms 
of the ability to 
pay, within the reach of moderate-in- 


average income and 


come families without undue sacrifice 
in other directions.” 
But he said he didn’t think that re- 


ducing interest rates and making mort 


gages for longer terms would help 


much. 
“We have not departed from our be- 
lief that reduction of interest rates and 


lengthening mortgage terms cannot be 
a substitute for reducing the cost of 
housing by more efficient methods, new 
materials and techniques and elimination 
of unnecessarily restrictive practices— 
whether they be in management, mer- 
chandising, labor or government.” 

He admitted that present FHA pro- 
cedure and regulations have not been 
successful in reducing home building 
costs any but said he believed that they 
had retarded some increases. 

He charged that those who say FHA 
refuses to be “realistic” about present 
costs in approving mortgages for FHA 
nsurance are wrong. 

“Our offices are instructed to reflect 
all really their cost- 
indices and in prices approved. In most 


necessary costs in 


parts of the country we have approved 
increases.” 


G. I. Loans Seen as Attractive Investments 
Program’s Initial Confusion Disappearing 


ft OLLOWING Mr. Foley’s well- 

received address, members heard a 
symposium discussion on G. I. and 
FHA financing. As was the case with 
Mr. Foley, one of the speakers, A. H. 
Cadwallader, Jr. of San 
president of the Texas Mortgage 


Bankers the Mort- 


gage Investment Corporation, had also 


Antonio, 
Association and of 


spoken on the automatic guarantee mat- 


ter at the Sunday afternoon 


session. 


One of the participants, Percy 
Wilson of Chicago, was unable to ap- 
pear because of a sudden illness. His 
paper W. C. Warman, 
vice president of Percy Wilson Mort- 
gage and Finance Corporation. 


was read by 


It is unfair to attempt a digest of 
these talks. t 


Each must be read 
in their entirety to fully appreciate the 


any ot 


thinking which the speakers put into 


them—and members will read them in 
full in the forthcoming MBA YEarR 
Book for 1946. Only a few general 


conclusions will be given here. 


More widespread home ownership 
was held out as the best insurance 
against subversive attacks on the Ameri- 
can system of government, Mr. Wil- 
son said. 


“Home ownership is the crux of our 
national institution and upon its develop- 


ment, ind upon private enterprise, de- 


pends our ability to withstand subversive 
attack on our form of government from 


without and from within. Our way of 
life depends upon the construction of 
homes and the type of citizenship, thrift 
und responsibility that is nourished by 


1 ” 
home ownership. 


Wilson full confidence 
that the long-term monthly amortiza- 


said he had 


tion mortgage plan would continue to 
be a highly important factor in the fu- 
ture promotion of home ownership. He 
paid high tribute to what the National 
Housing Act and the Federal Housing 
Administration have 
for the building and financing indus- 


done in the past 


tries. 
The G. I. loan will prove to be an 
excellent investment for institutional in- 
vestor, Hubert R. Haeussler, presi- 
dent of the General Discount Corpora- 
tion of Detroit, told members. 
"A G.. L 


equity 


loan with a reasonable 


and other relative factors such 


is location, responsibility of mortgagor 
ind ratio of loan to value being present, 
excellent investment 


will be found an 


for institutional investors.” 
Mr. recalled that when 


the FHA interest rate dropped from 5 


Haeussler 


to +2 per cent several years ago, many 


institutional investors refused to 


-_ 
large 


consider these loans with the result that 
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it became necessary for various govern- 
ment agencies to buy them. Later, he 
many of these same institutions 
were willing “to pay a handsome pre- 
mium for the same loans.” 


said, 


Discussing the building and housing 
situation today, Haeussler said that the 
builder’s problems are the mortgage 
man’s problems, and called attention to 
the fact that lenders are forced to ex- 
tend more flexible credit terms to build- 
ers than in the past. Builders 
more ready cash than ever before be- 
cause “when a supply company has a 
new shipment of soil pipe, rock lath, 
hardwood flooring or other critical ma- 
terial he will deal with the builder who 
has cash on the line.” 


need 


Now that the mortgage banking in- 
dustry of the country is operating in a 
predominant G. I. market, its responsi- 
bility to the borrower and investor has 
never been so great, Mr. Cadwallader 
said. 

“And this responsibility, by and large, 
is being seriously assumed. Much of 
the original confusion incident to G. I. 
lending has disappeared. Veterans are 
getting action if they can find some- 
thing to buy. When they do, the pro- 
tection afforded them is as adequate, 
in most cases, as it could be under pre- 
vailing circumstances. 

“The builders who are trying to pro- 
duce housing for veterans at a price the 
G. I. can afford to pay and at a cost 
which will not be disasterous to them- 
selves and still do so under the law of 
the land as handed down from Wash- 
ington, are still in a mess. The outlook 
seems not too promising.” 


VA’s Loan Program 
Hits Fast Stride 


MBA was fortunate in Gen. Bradley’s 

selection of a VA 
tive to send to the Convention. He was 
F. W. Kelsey, assistant administrator 
of finance. 


representa- 


Drastic curtailment of non-housing 
construction will greatly help the vet- 
eran home-building program, Mr. Kel- 
sey said. 

“The number of building ‘starts’ is 
added. 
Mr. Kelsey reviewed the VA program 
and said that so far it has been suc- 
About 15,000 loans are be- 
ing guaranteed or insured every week 


offset by too many ‘stops’,” he 


cessful. 
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and so far losses have been negligible. 
“We have been called upon to pay 
only 210 claims as of the first of Sep- 
tember for a total of $220,000 of 
which $38,000 was refunded with a net 
cost to the government of about 
$182,000. 
“About 83 
paid resulted from business loans, 12 
per cent from home loans and 5 per 
cent from farm loars. The majority 


per cent of the claims 


resulted from circumstances which in- 
dicate that the 


been made in the first place. 


loan should not have 


“We must not look complacently on 
this small number of defaults for we 
recognize that a sudden change in eco- 
nomic conditions will produce a trying 
° ° ” 
situation. 

Kelsey warned that many 
are seeking shelter “‘without too much 
gs : 
thought of ‘reasonable value’ and ex- 
pose themselves as prey to those unscrup- 
ulous enough to take advantage of their 
plight. Every veteran who decides to 
buy a home in the current market should 
seek the counsel of reputable builders 
and lenders before binding himself to 


veterans 


a contract. 

“The greatest problem in the loan 
program is in ‘reasonable 
value.” It is known that shady practices 


exist in some places, some of which we 


respect to 


can guard against, but they are often 
concealed from both the lender and the 
Veterans Administration must be 
resisted by the veteran himself.” 

Mr. Kelsey praised the recent state- 
ment of Guy T. O. Hollyday, incom- 
ing MBA president, who declared that 


and 


a collapse in real estate values with 
serious trouble for lenders might de- 
velop unless restraint in making G. I. 
loans is used. He said he hoped Holly- 
day’s warning would be repeated all 
over the country 
timely today. 


Gunnison Says Cut 
House Sales Time 


NE thing wrong with the home 

building industry that will have to 
be corrected is the long period of time 
necessary to sell a house, Foster Gun- 
nison, president of Gunnison Homes, 
Inc., prefabricated house manufactur- 
ing subsidiary of U. S. Steel Corpora- 
tion, told members at the same session. 


because it was most 
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“In few fields of endeavor is the 
selling and buying process so wasteful 
of both time and money as in the sell- 
ing and buying of a home,” he said. 

Gunnison told the mortgage bankers 
that in his own company this is being 
corrected by allowing only one hour’s 
time for selling a Gunnison prefabri- 
cated home. 

“Prices are mainly lowered through 
increased volume. ‘To get increased vol- 
ume, the selling and buying processes 
must be speeded up so that the consumer 
can buy more and more products, not 
only within the limitations of the fami- 
ly budget, but also within the limita- 
tions of the time the family can devote 
to shopping each day. 

“Industry must make a more scien- 
tific approach to selling and buying. In 
the new-day science of selling, public 
relations, advertising, market analysis, 
and consumer research must all be more 
carefully integrated and aimed directly 
at the contact between the 
salesman and his customer, so that the 


point of 


sale and purchase may be quick and 
easy.” 

Gunnison urged further development 
of the “packaged mortgage loan” as a 
streamlined tool in modern home financ- 


House Shortage Is 
Not What Claimed 


“Gov ERNMENT ésstatistics_ and 

propaganda are continually rigged 
to support the housing program federal 
officials are trying to put over,” Seward 
H. Mott, executive director of the 
Urban Land Institute, declared in his 
address. 

“The present shortage is an urban 
problem not a rural one,” he declared. 
“Tn 1940, although only 56 per cent of 
the population lived in the city, over 59 
per cent of the occupied dwelling units 
in the nation were located there. This 
difference is chiefly due to smaller city 


(Continued next page) 





G. Calvert Bowie 


ganization. 


Convention. 
A. A. Zinn of Indianapolis, 


is a former board member had 


City in the Association. 


our Clinic program and turned in 


be the man named this year. 





G. Calvert Bowie of Washington, D. C., was elected Grand 
Marshal of the Mortgage Bankers Legion to succeed G. H. Galbreath 
of Tulsa. Joseph M. Miller of New Orleans was elected secretary to 
succeed Mr. Bowie. Legion membership consists of members who have 
served a term on the MBA board of governors and is an honorary or- 


Each year the Legion is empowered to select one MBA member 
for honorary life membership. This year the selection was R. S. Beachy 
of Kansas City, Mo. who becomes our fourth honorary life member. 
The others are Edwin Chamberlain, San Antonio, Texas; Louis K. 
Boysen, Chicago; and O. M. Corwin, Minneapolis. Mr. Corwin was 
prominent in the organization of the Association 33 years ago and 
served as president during its early days. He attended the Cincinnati 


1 past president of MBA, made the 
presentation to Mr. Beachy at the annual meeting of the Legion Saturday 
night before the opening of the convention. He told of his long associa- 
tion with and close friendship for Mr. Beachy and said that on two 
occasions in past years Mr. Beachy had been offered the MBA presi- 
dency but was unable to accept. 
made 
growth and told how he had interested Byron T. 
Mr. Shutz later became president, originated 


the organization. All of these things, Mr. Zinn added, make it par- 
ticularly gratifying that the fourth honorary member of MBA should 


Two new Legion members were named this year, George H. 
Dovenmuehle of Chicago and John H. Scott of Pittsburgh. 


New Legion Head 


He said that Mr. Beachy, who 
contributions to MBA’s 
Shutz of Kansas 


great 


an excellent record of progress for 
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households. In 1945, the percentage of 
urban-occupied dwellings had increased 
to an estimated 63 per cent of the total. 
The migration to the city which this in- 
dicates We 
can assume that from now on 65 per 
families in the United States 


s expected to level off. 


cent of the 


will be housed in the cities. 


“For the next 25 years an average an- 


nual production of between 500,000 


and 650,000 units a year would not 


only adequately take care of the increase 
in urban families but would provide for 

of all urban 
1 maturity of 


the complete replacement 
dwelling units reaching 

fifty years. 
to a 


\ speed-up in production 


million units a year for the next 


to relieve the 
doubt 


accumulated 
the 


two years 


LL} 
pressure is no desirable but 


long-range annual production needed 
would still remain much below this fig- 
ure. 


“The present home building industry 


can easily produce this quantity. It has 
n the past. We have grave doubts as 
to the wisdom and soundness of the 
present long-range housing program 
with a production of at least 1% mil- 
lion new units a year. The evidence 
seems clear that the need is much less 


than government officials estimate; and 
if their program of greatly stimulating 


new building industries is carried out, 


it can only result in the loss of huge 


sums of public money and the disrup- 


tion of the entire home building in- 
dustry.” 
Mott charged that “after the war 


‘nded in August 1945, it took the gov- 


ernment three months to wake up to 
the fact that there was a housing short- 
ge. A principal reason for the slow-up 
in construction is the government’s un- 
fair 


rent control. Wages and materials have 


and unrealistic federal policy on 


been permitted to rise 50 per cent but 
rents have been held to an increase of 4 


per cent. The 


reasons for this situation 
There 


veterans who are landlords, but there is 


ire largely political. are few 
1 tremendous number who now rent or 
The 


anxious to appease the G.I.’s, so until 


want to rent. administration is 
the election at least, landlords will carry 
sell them 
it high prices in this scarcity market. 
““The this 
policy in holding down rents below an 


economic return is that the builders and 


their properties at a loss or 


result of short-sighted 


6 





700 members. 


“Jimmie Byrnes is doing 
secret agreements.” 


Bricker, in alluding to the 


a half too late.” 


“We know 


“If we maintain our 


now 





Wallace affair, said it was 


way of 


Bricker Says U.S. Voice Not Respected 


“The voice of the United States is not as much respected today as 
it was in the days of the Tripoli pirates,” former Gov. John W. Bricker 
of Ohio declared in his address at our annual banquet, attended by over 


the best he can but he is hindered by 


“a year and 


now we can’t buy good will. We must tell the world 

to keep its nose out of our business. We must kick out anyone and every- 

one who won’t respect our constitution. This is a time for a re-awakening 
-there are forces in our midst who would take over our rights.” 


Turning to the national capital, Bricker said: 


life, we must return the powers 


n the hands of arrogant bureaucrats to the elected representatives 
of the people. If liberty is to be maintained, the courts of this country 
must be kept free from executive control.” 








financial institutions who had planned to 
construct large rental projects have 
abandoned the idea. Organized owners 
of rental property are asking for a raise 
of only 15 per cent and, if such a con- 
servative increase were granted, there is 
no question that literally thousands of 
rental units would be started by the end 
of the year. 

need is 


“For the the real 


rental housing. The present government 


veteran, 


policy is forcing these boys to buy in 


the current high market and saddle 
themselves with a loan they must pay 
off in the next twenty years. It is a 


vicious circle, but there is no question 
that it is better for the veterans to pay 
higher rents for a few years than to 
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MORTGAGE MAN AVAILABLE 
Farm loan man with 30 years experience in ap 
praisal, field and office work available for employ 
ment. Age 48. Now located in Middlewest but 
will go anywhere. Excellent background of success 
ful experience. Now employed but broadscale change 


of plan of present company will make him avail- 
able around Jan. 1 Write Box 123, Mortgage 
Bankers Association of America, 111 West Wash 


ington St., Chicago 


MORTGAGE MAN WANTED 
Established mortgage company opening new office 
near Washington, D. C. Wants young man with 
executive capacity. Ability more important than ex- 
perience. Salary plus participation. For the proper 
man the future is unlimited. State qualifications in 


detail. Write Box 124, Mortgage Bankers Associa- 
tion of America, 111 West Washington St., Chi 
cago 2 
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pay for something they can’t afford for 
the next two decades.” 


Explains Secondary 
G.1. Loan Market 


QNE of the highlights of the Con- 

vention was the appearance of 
James L. Dougherty, director, RFC 
Mortgage Company who outlined 
clearly and concisely just what the G. I. 
secondary market means. He said the 
RFC Mortgage Company will buy the 
guaranteed G. I. offered to it 
at par and accrued interest but that it 
will not bid for them and hopes pri- 
vate investors will take them all. Mr. 
Dougherty said the RFC Mortgage 
Company is setting up this secondary 
market primarily as a financial service 
to veterans. 

As outlined by Mr. Dougherty, the 
RFC Mortgage Company. will, when 
final arrangements have been completed, 
buy all G. I. loans offered but they will 
buy them only from the original mort- 
gagees. He further declared that the 
RFC Mortgage Company will give no 
commitments. While the RFC will buy 
these loans at par and accrued interest, 
it will sell them “at the market” if it 
decides to sell them in the future. If an 
insurance company later wants to buy 
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these loans purchased by RFC, it will 
have to pay whatever market premium 
prevails. 

Mr. Dougherty’s talk was preceded 
by his statement that what the home 
building and financing fields vitally need 
today is standardization of mortgage 
laws, forms and procedure. He de- 
clared that there may be as many as 
20,000 different mortgage forms and 
instruments in use over the United States 
today and added that he could think of 
no greater legislative reform more bad- 
ly needed today than more uniformity 
»f forms and practices. 


The RFC, when it begins to buy these 
G. I. loans, will demand that the mort- 
written on forms 
which the RFC Mortgage Company is 


standard 


gages be 


now preparing. Those for a few states 
have just become available, forms for 
a few more are now on the 
and those for the remaining states of 
the country will be available soon. 


presses 


“We don’t want to be arbitrary about 
it but will insist that loans we buy must 
be on forms approved by us,” he said. 
He added that he “guessed” that a sub- 
stantial number of loans would be -of- 
fered for sale to the RFC. 

He admitted that the secondary mar- 
ket being set up is limited to the ex- 
tent that only supervised lenders could 
offer And the RFC 


Mortgage Company won’t buy G. I. 


loans for sale. 
farm loans, he said, because that phase 
of the program will have to be handled 
by the Farm Credit Administration. 


We Are at Top of World’s Greatest Boom 
and Real Estate Prices Are in the Lead 


WE ARE riding the crest of the 

greatest boom the world has ever 
known and real estate prices lead all the 
rest, Raymond Rodgers, professor of 
banking at the school of commerce, ac- 
counts and finance at New York Uni- 
versity and noted authority on real es- 
tate, told members in his talk. 

“The credit and financial structure 
is sound but the price structure is very 
vulnerable. How soon we will have to 
come down ride I 
do not know but it will not be too long. 


and pay for our 


“Tt is the inflation of real estate 
values which worries me most. Long- 
run real estate values are not being 
fixed by today’s black market prices of 
labor and materials. It is the income 
of the American people which will de- 
termine the value of business property 
(disregarding taxes, labor costs of the 
business occupant, shrinking profit mar- 
gins, etc.); and, it is the proportion of 
their income which the American peo- 
ple are willing to devote to housing 
which will determine the value of res- 
idential property. Therefore, do not be 
blinded by present costs.” 

As to the future trend of interest 
rates, Rodgers doesn’t look for much 
change. “There will be a much stronger 
demand for money in the 
near future, if the boom does not col- 


lapse, but the supply of capital and 


mortgage 


credit seems more than adequate for 
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any foreseeable demands. There may 
be a slight firming of the rates, but, 
in general, it will not amount to very 
much. On the supply 
portant thing to remember is our war 
created legacy of bank deposits and 


side, the im- 


money in circulation. Today, we have 
some $100 billion more deposits and 
currency in did 
before the war. This enormous hold- 
ing of liquid funds is in the hands of 
the public—corporations and individu- 


circulation than we 


als—and can be invested over and over 
again so long as the bonds, which gave 
rise to the increase, remain in the bank- 
ing system. 


“True, the Treasury is presently en- 
gaged in reducing deposits by redeem- 
ing obligations held by the banks, and 
hopes to reduce deposits still further by 
shifting bonds from banks to non-bank 
hands, both of which tend to tighten 
interest rates. True, as a result of this 
new Treasury policy, rates, particularly 
in the money market, have firmed some- 
undoubtedly 
passed the lowest point on short-term 
have probably 
lowest point on long-term rates. Never- 


what. True, we have 


rates, and passed the 
theless, do not expect very much in the 
way of an increase. 

“The plain fact is that the govern- 
ment And, 
while the Treasury would like to re- 


controls the interest rate. 


duce deposits and thereby establish a 


1946 


higher rate to fight the forces of infla- 
tion, there is the little matter of a pub- 
lic debt of some $264 billion dollars 
on which interest must be paid. They 
have not yet figured out a way whereby 
they can increase other rates and, at 
the same time, keep down the rates 
on their own borrowing. So there will 
not be any consequential increase of 
rates—at least, not until] the problem 
of a differentiated interest rate is solved 
—and no solution is in sight now.” 

Rodgers warned that if we are re- 
lying on inflation to justify some of 
our present property valuations we had 
better look again and ponder the fol- 
lowing straws in the wind. 


“Inventories at the end of July had 
reached the all-time record high of 
$30 billion, with inventories in some 
lines jumping as high as 20 per cent 
a month. Clearly, the end of the in- 
ventory boom approaches. Consider also 
the recent Federal Reserve Board 
analysis of a national survey of liquid 
assets made by the Department of Agri- 
culture, which showed that ‘total asset 
holdings of three-fourths of the people 
amounted to less than one-fifth of their 
annual income.’ In other words, dis- 
regarding unemployment insurance and 
assistance from friends, 
2.4 months of unemployment will put 
75 per cent of our people on relief! 
Also consider the fact that in 1939, 
we had $39,588,000,000 in production 
facilities of all kinds. From July 1940 
to June 1944, this was expanded by 
$23,505,000,000, an increase of 60%. 


relatives and 


Real estate is no hedge against infla- 
tion, Rodgers declared and added: “The 
American people have just paid millions 
to learn that the stock market is no 
hedge against inflation. A great deal of 
real estate has been purchased with the 
idea that it is a hedge. When people 
learn better, such real estate will hang 
over the market. Furthermore, the 
greatly increased tax burden—federal, 
because of much higher military and 
and 
cause of higher prices and assumption 


civilian expenditures; state, be- 


of increased social responsibilitiés 

which we will have in the atomic arma- 
ment race days ahead, will weigh heavi- 
ly on real estate. The crushing charac- 
ter of this tax burden is not yet realized 
because of easy money conditions, but 


lenders dare not underestimate it.” 





Jackson, Miss., who has attended o. 2. Here's a group of familiar MBA 
ind Frank C. Waples, Midland f Left to right: R. O. Deming, Jr.. Oswego, 
vedar Rapids, Ia., who has Kan.; Stanley T. Trezevant, Memphis; Harry 

1a | but three MBA conventions—a record C. Peiker, New York; Past President L. E. 
Nayne, who hasn't inless we hear someone speak up to the con Mahan, St. Louis; G. Calvert Bowie, Washing- 
318; Clyde McGee, Reid trary ton, D. C., new Legion Grand Marshal; and 
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jiscussion, maybe about the 
Left to right: Past Presi- 
City; Past 


No. 4. A heavy 

These gentlemen were given MBA's automatic guarantee. 
distinguished awards for 1945-46 jent James W. Collins, Salt Lake 
Left to right: Past President S. M. Waters, President Owen M. Murray, Dallas; R. C. Ob- 
polis, and Miller B. Pennell, Cleveland, llyn R. Cline, Houston. 
937 No le at the banquet 


G. H. Galbreath, Tulsa, retiring Legion head 


No. 3 
service 
ermann, St. Louis; and A 


Speakers tak 


general counsel since | 
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Standing, left to right: MBA’s new president, 


Guy T. O. Hollyday. Baltimore; Paul J. Voll- 
mar, Cincinnati; C. P. Kennedy, Cincinnati; 


John C. Thompson, Newark, MBA's new vice 
president. Seated, left to right: Former Gov- 
(Continued on next page) 












































ernor John W. Bricker of Ohio, speaker at the 
banquet; President Byron V. Kanaley, Chicag ° P b 
James W. Collins, ‘oastmasier; and 0. M. MBA Resolution Calls for Probe 
Corwin, Minne is, president of MBA in its 2 
ea iays anda wt tryed an important role of Ve H using Dela 
mag Bonne terans fio y 
r wi i 1avVice . ‘ : 
bere Li right: Past President Byron T. In contrast to the procedure in most past Conventions when mem- 
Shutz, Kansas City, may be telling President bers voted on resolutions at the annual business meeting, members took 
, | \ 7 . ee ee action at the last general session on Wednesday. 
lew Y stor They went on record as expressing concern about the serious lag 
the meeting. Left to right "William F. = n the veterans housing program and, in a resolution, called on Congress 
I k ttiona ar : . . . : wal? 
Mullen, : National Lif om to review the whole set-up to determine causes for the delay. Declaring 
pa Bost that the program is lagging seriously, we asked for a full study to de- 
ind tw termine what are the causes for the delay and determine methods 
rners of t rti Left t Clyde W. ; , ' 
Kistler, Mic ist President W. Walter Wil- which the program can be speeded up. 
Heme, Seattle, who spoke before members of In a resolution submitted by the resolutions committee headed by 
t zt ra i w hile ittending . . r . r ‘ . - 
» B Geshe end H. S. Cody of Winston-Salem, N. C., a past president of the Associa- 
Mr. and Mrs. Willian tion and committee chairman, it was declared that the program is being 
i , Ce GRERSENSS & Us “unduly retarded” and that “further delays will create extreme hard- 
My a in Get, Gah tek fie ships for veterans and others.” 
ker and the Com wp , ’ : 
eieiaeiian semaiik. aim [To determine the facts, Congress is requested to conduct an 
1s MBA meeting; on the right is C. W. exhaustive factual survey of the entire veterans housing program, including 
‘ maha a mamber ‘WRA — . ” 1 . . 
Mead IGNG, G meme MBA rd home financing features,” the resolution said. 
N ). Ag M mar - : ; 
i eel ak tied tee Herold G Other members of the resolutions committee were Miller B. Pennell 
Woodruff of Detroit of Cleveland, general counsel, R. C. Houser of Miami and James W. 
I Som ig Collins of Salt Lake City. 
H. C. Smith. Western Savings Fund Societ; : ; : ‘ 
David Bloom. | a a ind EB L MBA members also voted that all possible action be taken to enable 
(“Swede”) Carlson, Fidelity Mutual Life FHA approved mortgagees to secure the automatic guarantee for their 
N Legion songfest at organization's G.I. loans. This followed a similar move made at the Sunday afternoon 
A session when 350 mortgagees passed the same resolution. The vote was 
- phe we cheukd bn of ; tify: Allyn n the ratio of 35 to 1 for the automatic guarantee. 
Cline, G. Calvert Bowie a: Stanley 4. Trese- No action was taken on the Wagner-Ellender-Taft bill, now dead 
vant. Mus lit te ; : ig ‘ ; ; 
tmneel if congress is not re-convened before the first of the year, in which case 
1 s business of the Ass new legislation will have to be introduced. Mr. Cody told the full Con- 
t n here. Left to right: MBA vention that no resolution was being presented by his committee on the 
Samuel E. - Neol, W > Ben 100 per loan recommendation, passed by the FHA group Sunday, be- 
H ay 17 en.- . ° ~ “s 
nedy. cause the Association wanted to make a full study among all members 
N : Gatien ow — speech to accurately determine their views. 
righ Hugh ue “Henry. 70! M 
£ Cc lew York Richard A. Ken. 
nedy: = Paul E. von Buster. a riend. Gov. Bricker, pauses to look over the No. 20. Some more familiar MBA faces. Left 
ivid 2 est npany Maa registration list. to right: R. S. Beachy, Kansas City, who was 
; named MBA's fourth honorary lifetime mem- 
N 4 A Legi jt nokine the most N Legion speakers table. Left to right: ber at the Convention; Past President, Ennis E. 
, isis dllieeaaieel ; socutuniion's dis R. O. Deming, Jr.. Oswego, Kan.; L. E. Mahan, Murrey, Nashville; Past President Hiram S. 
ner. Left to right ieee ‘iL Selsen, St. Pau 5 iis; Frank C. Waples, Cedar Rapids, Ia; Cody, Winston-Salem, N. C., who had a big 
A. H. Seise. Rockford, Ill: S. M. Waters. Mir ;. H. Galbreath, Tulsa; Stanley H. Trezevant, ob on his hands at the Convention working 
safe “te ~y ng Reece Memphis id G. Calvert Bowie, Washington yn tho lutions; d Frank J. Mills, Ft 
ne lis; Clyde McGee, Jackson, Miss.; Joseph Memphis; ar . ‘ n those resolutions; anc ran. . . Ft. 
. Try > AJ, 
M. Miller, New Orleans, who contends he'd Vayne, Ind. 
: P Bay cones fy al — ee N 8. Dean Hill is probably telling Dan No. 21. MBA's new president Guy T. O. 
Teanh H. Wolff, San Antoni cal ten Brooks that he made a good speach, which Hollyday congratulates retiring president 


Byron V. Kanaley, Chicago, on the good job 





ing camera) Aubrey H. Costa, Dallas would be the truth. Left to right: Dean R. Hill. h _ eg 
MBA nas reesident ftom Bulicio: @. DB. Bescke, jid, an opinion enthusiastically shared by 
No. | A mixture of Southern members with : everyone. 
conn Geen anh Gi: Guan intn ee « the investment department of the 
good measure. Left to right: Henry Beach, W National Life and Accident, Nashville; and No. 22. Another Chicago group: Left io 
B. Leedy & Co., Inc., Birmingham; Phil Kleas, Lowry Watkins of Louisville. right, Harold P. Yegge, William Barts and 
rt bectuane Go. Mousten: Réndell Betes- Arthur C. Cody. Art runs the American Insti- 
son, Chicago Mortagage Investment Co., Chica No. 19. Pleasant interlude. Left to right: tute of Real Estate Appraisers and does a 
w. F. . Sey Stern, Lauer & Co.. New York: W. A. Clarke, Philadelphia, who will be ac good job of it. 
and + re > right it's ae same fellow \- — in ys a ms “tas year; No. 23. A greatly ‘admired and respected 
very same Vir iller t Boston fron 1c n a . Jersey Llts N. - Gnc } 7 Py c 
cia, ti 4 roar Snemag “ew eg Boy Arik Rape member of MBA. Mrs. Minnie W. Miller of Sait 
; . ae See . . Lake City, the Association's only woman mem 
N f ime it to find out who's hers fficial invitation to the MBA board for the ber, and Past President Charles A. Mullenix. 
G. H. Galbreath, Tulsa, who with Mrs. Gal Association to hold an annual meeting in Los Cleveland. Without Mrs. Miller, MBA convea 
ind hostess to their Angeles. tions wouldn't be the same. 
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Nixon Says Throw Off Government Shackles 
to End the National Housing Shortage 


T HE nation is suffering from a lack 

of new housing. Everyone must 
realize, too, that this absence of new 
construction can be charged to lack of 
certain critical building materials which, 
in turn, is caused by the bungling of 
federal controls and restrictions. 


This was the view of George F. 
Nixon of Chicago in his address. 


“T fear that until the inexperienced 
fumbling hands of the Washington pro- 
fessoriate are removed from the throttle 
of the orderly and well-trained machine 
that has, in the past, and is prepared 
now, to turn out the new housing we 
are in such dire need of, we will con- 
tinue to have emergency upon emer- 
gency and the unprecedented chaos of 
the past year. 


“Doesn’t it appear that one crisis after 
another is deliberately created to dis- 
credit private enterprise, which has built 
thirty-eight million homes in America 
and made it the best housed nation on 
the planet, and to promote the ideology 
of socialized public housing. 


“Yes, America’s number one problem 
today is housing, and most emphatically 
it applies to the veteran who was told 
when he left for the battlefields that he 
would fight to preserve the American 
heritage as opposed to the foreign ideol- 
ogies of the totalitarian states which 
gave birth to government owned social- 
ized housing. It is glibly professed by 
those sponsoring and supporting the for- 
eign ideology of socialized housing and 
those of us who fight for the preserva- 
tion of the great American heritage of 
private ownership have the same objec- 
tives and that they are to be found in 
the multi-billion dollar Wagner-Ellen- 
der-Taft Bill. That is most emphaticaly 
not true. 


“Then, too, even before the advent of 
the Washington Expediter with his pan- 
aceas and edicts resulting in our present 
day stalemate many factors have con- 
spired to make the road to home owner- 
ship a rough one for the veteran and 
many interests that cry the loudest for 
his relief are also responsible to a degree 
for his misfortunes. Throwing aside 


The Mortgage Banker @ 


minor difficulties the troublesome quad- 
ruplets may be laid on four door steps, 
city material 
labor 


namely, government, 
manufacturers and purveyors, 
unions and the United States Congress. 

“The fuzzie wuzzies still have us by 
the ear, insisting that our national policy 
continue to be Government by 
crises. And I can hear you ask—And 
what would you do about it? In heaven’s 
name, I would advocate the same pre- 
scription which in this land has cured us 
of similar ailments. Strike off the 
shackles of planned economy, accept 


must 


the pains of convalescence and let the 
health giving remedy of supply and de- 
mand cure our present ills, and demand 
the immediate ouster of the czar and 
regulators. 

“Under 
production and cost of housing is deter- 
mined by the availability and price of 
and materials. However, 
there is a 


normal circumstances the 


men, money 
under present conditions 
fourth devasting factor which is deter- 
ing the production of housing and driv- 
ing costs up. This added factor is the 
delay now encountered in the completion 
of housing. These delays are not only re- 
sponsible for additional interest charges, 
taxes and insurance, but result in addi- 
tional inefficiency of labor and its make- 
work and feather bedding practices. 
FHA, for instance, cognizant of this 
fact, are presently adding 25% to labor 
costs because of inefficiency. Then, too, 
buildings standing idle in various stages 
of completion, from 3 to 10 months, 
have had their cost added to as a result 


of vandalism and thievery. This is an 
intolerable condition. 


“T can find no profit in squinting at 
this situation, we must look it squarely 
in the eye. 


“And let’s be practical—let’s dare to 
speak up! If you would relieve yourselves 
of the control of even the smallest busi- 
ness operations; if you would relieve 
yourselves of this ever growing burden 
of Federal Taxation; if you would re- 
lieve yourselves of all of the restrictions 
now exercised against your everyday 
operations—yes! and if you would re- 
lieve yourselves of this National Policy 
of Government by Crises—then go back 
to your home communities and help to 
send men to the House of Represen- 
tatives, who will deprive these petty 
bureaucrats of the one thing that keeps 
their operations alive; namely, appro- 
priations for their innumerable bureaus. 


“There is as I see it of course another 
alternative—the one which proud Eng- 
land, where it was once said that “‘Every 
Man’s Home Is His Castle” now finds 
itself blessed with a condition which 
forms a pattern which every public 
houser plans to impose upon the as yet 
free people of America. 


“Think of it—in England today, only 
one privately owned new home is per- 
mitted to be built to four owned and 
controlled by the National Government 
and not the least of this evil is that the 
entire burden of rendering public serv- 
ice in lieu of local taxes heretofore paid 
on five must be loaded on the back of a 
single home owner. We had better see 
to it that this does not happen here while 
there is yet time.” 








Fellow Chicagoans greet Secretary George H. Patterson at Convention. 


November, 1946 


Left to right: 
Ralph H. Beesley, Irvin R. Schildein, Secretary Patterson, F. Z. Gifford and Cyril R. 
Edwardes. 
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Around the Convention and Exhibit 











th -onvention group, left to right: Bester P. Price, Warner by Baird, Harry Salk. 
1 L. Schmitz, Leo L. Hogan, Otis L. Hubbard and Roy Woltz, all of Chicago. 





After giving the final speech on Tuesday afternoon George F. Nixon, George F. Nixon Cc 
tulated by fellow Chicagoans. Left to right: L. C. Wolfe and Howard E. Green, 
Nixon, ‘in Tavalin and Clifford A. McElvain. 





Building, Industry and Services these delegates stopped at 


the Kelvit stor booths. Left to right: Walter L. Cohrs and J. Ray Mitchell, both of Firsi 


OKING ver Exnipit 


National Ban k of Chicago; John Massimi, Kelvinator division of Nash-Kelvinator Corp.; 
M. oO. MeKovis, First National  o— T. Pain, O’Brien & Pain, and Norman H. Nelson, 
nnesota Mutual Life Insura St. Paul, a member of the MBA board of governors. 


The 





Cineinnati 


Note Book 











It is a somewhat surprising fact to 
record but almost the heaviest applause 
of the Convention came at the conclu- 
sion of a talk which was scheduled 
merely as “welcome remarks” .. . it 
was that of Mayor James Garfield 
Stewart of Cincinnati . . . probably 
most members felt that here was a man 
they would be glad to listen to any- 
time, any place and for almost any 
length of time . . . as former Governor 
Bricker said at the banquet, “when 
you’ve been welcomed by Jim Stewart, 
you’ve really been welcomed a 


Members had high praise for the 
Cincinnati hotel facilities . . . especially 
those of the Netherland Plaza, head- 
quarters hotel, ideally arranged and 
managed for a meeting such as ours. 
What few members know is that a 
young woman, Mary Hesse, director of 
sales—a position almost always held by 
a man in a hotel of that size—worked 
wonders to make their stay a pleasant 
one. 

As seen from the table of Mark 
V. Rinehart of Louisville at the 
Beverly Hills Country Club: that 
voung fellow the magician just lured 
to the stage is L. A. McLean, Jr. of 
Louisville, son of Past President 
L. A. McLean who missed the meet- 
ing and was missed . . . Remember last 
year in New York when a feature of 
the entertainment was the barber shop 
quartet and how Rupert Hall of Tulsa 
went on that nation-wide Hobby 
Lobby broadcast? . .. well, in Cincin- 
nati Rupert told us that this quartet 
recently won the national competition 

. the only person we know of who 
visited the Kentucky clubs during the 
convention and left feeling /ucky was 
the wife of the Michigan member who 
found a $5 bill on the floor of one... 


Good to see MBA’s old friend back 
in Convention swing, none other than 
J. J. F. Steiner of Birmingham, for- 
mer board member . . . Jeff has been 
away doing a stretch in the army 
Canada was again represented at the 
Convention this year with G. L. 


(Continued on page 16) 
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WET Bill Won’t Help 


Solve Housing Crisis 


Says Former ABA Head Frank C. Rathje 


PASSAGE of the Wagner-Ellender- 
Taft bill is not necessary to the 
success of the veterans housing program 
and the lack of conspicuous progress of 
the Wyatt program has been due, in 
the main, to shortages of materials and 
labor and the hazards of entering into 
construction of housing at a time when 
costs are rising rapidly, Frank C. 
Rathje, retiring president of ABA and 
president of the Chicago City Bank and 
Trust Company, told our members. 

“The major proposals the bill em- 
bodies would not in any way solve the 
existing shortages in housing. On the 
contrary, it provides additional infla- 
tionary credit expansion in a market 
in which there is ample mortgage money 
available,” he said. 

“The 
which is alleged to be a 
housing program, contains many seri- 
ous defects. In this period, when loan 
to value ratios should be carefully 
weighed, when the length of the ma- 
turity period should be reduced, and 
when credit expansion in real estate 
mortgages need no stimulus, this bill 


Wagner-Ellender-Taft _ bill, 
permanent 


violates every sound principle of mort- 
gage financing. 

“Tt provides for FHA insurance of 
a mortgage bearing a ratio of 95 per 
cent to appraised value, maturity ex- 
tended to 32 years and the interest rate 
reduced to 4 per cent. It was said on 
the floor of the senate that it involves 
a potential mortgage structure of 60 
to 80 billion dollars. This constitutes 
a stimulation of credit expansion at a 
time when several agencies of the gov- 
ernment are requesting additional 
powers to restrict credit expansion. 
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“Tt does not require a prophet to 
suggest the destiny of a government- 
stimulated mortgage structure in the 
next 10 years, that may be four times 


as great as the increases which took 





News About Other 
ASSOCIATIONS 











Frank A. Weber, president, Mort- 
gage Bankers Association of New Jer- 
sey, announced that MBA President 
Guy T. O. Hollyday and Samuel E. 
Neel, Washington counsel, will address 
the organization at the November 7th 
meeting at the Essex House, Newark... 
President Hollyday is expected to ad- 
dress the annual meeting of the Detroit 
Mortgage Bankers Association Decem- 
ber 19, 

Nearly 80 members of the St. Louis 
Mortgage Bankers’ Association 
heard Samuel E. Neel, MBA Wash- 
ington counsel, speak on capital affairs 
the Thursday before the Convention 
opening ...a few days before, members 
of the Philadelphia Mortgage Bank- 
ers Association had Mr. Neel as their 
principal speaker William W. 
Tanney, banker and expert appraiser 
of many years experience, addressed 
the Detroit Mortgage Bankers As- 
sociation on appraising for mortgage 
loan purposes at this organization’s re- 
cent meeting and at the recent 
meeting of the Kansas City Mort- 
gage Bankers group, Dr. T. Bruce 
Robb, of the Federal Reserve Bank in 
that city, spoke on the money market. 
Malcolm Bliss presided. 
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place in the 20’s. To do the best we 
can with what we have, is much to be 
preferred over an unsound expansion 
which will return us to the fateful days 
of the 30's. 


Turning to the present mortgage 
market, Mr. Rathje declared that it 
is hazardous business to formulate pol- 
icies based on present income of bor- 
rowers. 

“All originators of mortgage credit 
should be as interested in a sound pat- 
tern as well as those institutions who 
hold the mortgage to maturity. At the 
present time, employment and income 
is high. It would be hazardous to form- 
ulate repayment schedules only on the 
basis of present income and earnirigs. 
The required amount of payment of 
interest, and the repayment of principal, 
should take into consideration, possible 
declines in the volume of employment 
and income. 


“The ratio of loan to value should 
be reduced to reflect the greater uncer- 
tainty attached to present appraised 
values. Likwise, rather than extending 
the maturity date of the mortgage, the 
ultimate maturity should be decreased 
under present inflated conditions. Amor- 
tization payments should be accelerated 
rather than extended. This, for the 
good of the borrower and lender alike. 


“In view of the rapidly changing 
developments in the economy, one can- 
not be certain what trends will emerge. 


“Present market values and current 
costs are higher than levels which his- 
tory has demonstrated to be stable, 
long term values. Because of these in- 
creased uncertainties, standards of sound: 
mortgage lending should not be re- 
laxed, but rather strengthened. Re- 
serves should be created against which 
a reversal of trends can be cushioned. 


“Tt is apparent that in the minds of 
many, including men in government, 
there is a belief that an expansion in 
alone will build the 


credit facilities 


necessary homes. 

“As a matter of fact, there is al- 
ready much more credit available for 
the purpose of mortgage financing, 
based on existing legislation, than can 
be absorbed in the building of a reason- 
able number of homes. 


(Continued next page) 
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True Deplores “Ruinous Competition” to 
Get Loans: Brooks Warns of “War Babies” 


- AST general session was devoted to 

matters of practical interest to the 
working mortgage banker. Here again 
t would be unfair to attempt a digest 


of the three addresses at this session be- 


Vf ORTGAGE bankers who are en- 
~ deavoring to place long-term values 
yn commercial real estate 
rely too heavily on the periodic changes 
which have taken place in the money 
market, Wallace True told members. 

“We 
evaluate the long-term money 
market 
one time,” he 


should not 


recognize and 
market 
which 


should try to 


rather than the money 


exist at any said. 
Vi ° | rue 
of ly I B. Clark, Inc., to dec 


president of Lincoln Savings Bank in 


ma\ 
recently resigned as president 


ome vice 


Brooklyn in charge of new mortgage 
loans. He has been a _ trustet rf the 
nstitution, 

“While it is true that a few chain 


store properties under long-term leases, 


with good credits, and containing an in- 


flationary hedge in the form of a per- 
centage lease, can be sold today on an 
over-all rate of about 4% per cent 
free and clear, it must be remembered 
that, to some extent, we have been 
responsible for this condition by some 
»f the ridiculous loans we have made 
on these properties—ridiculous in both 
rate of interest and amortization. The 


laws regarding bankruptcy and reorgan- 


zation involving the voiding of leases 


make it difficult to justify this low over- 
1] ” 
lll rate. 

[rue said that many mortgage bank- 
ers were “again engaging in ruinous 


competitive practices in an effort to get 
country 


t 


the accumulated savings of the 
mployed. Unless 
cedures are sound and our lending and 
officers the 


commercial 


our valuation pro- 


negotiating are alert to 
trends in property, severe 
losses are in prospect for many of our 
investing clients.” 

Speaking on problems incidental to 
lending on commercial properties, H. L. 
Hodell of Cincinnati, vice president of 
the Union Central Life Insurance Com- 
pany, warned that one of their great- 
} 


est considerations must be the possible 


future cost of municipal government. 
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cause each should be read in full to get 
their real value. Complete texts will be 
n the annual YEAR Book. A few gen- 
eral statements from them will help fill 
out this issue, however. 


Hodel] 
opinion by mayors of principal cities 
that their greatest problem now is rais- 


said it was the consensus of 


ing enough money to run their com- 
munities. 
“Tf there is an increased cost of 


municipal government, then that in- 


crease must be met by an increase in 
revenue; and if the cities follow time- 
honored custom, the increased cost will 
be met through an increase in the tax 
on real estate. With sales values of in- 
come properties higher and 


going 
higher, it seems inevitable that the value 
of these properties for assessment pur- 
poses will likewise be increased.” 

In lending on commercial properties 
in cities today, Hodell said great im- 
portance must be given to the trend to- 


ward decentralization. 


“We know that the trend toward 
decentralization was stopped by the war 
but we do not know what effect it 


would have had on values in our retail 
if it had continued or what effect 
the trend 


areas 


t would have on values it 


gains new impetus with the resumption 
r new building.” 
He mentioned that the largest mail 


der and merchandizing companies 
“are definitely 
:way from our 100 per cent retail areas, 


Downtown 


committed to locations 


with plenty of parking. 


LLOYD N. WHEELER 

With profound sorrow we an- 
nounce the death of Lloyd N. 
Wheeler, manager of the mort- 
gage loan department of Homer 
Warren & Company, Detroit. 
Mr. Wheeler October 5. 
He was one of the outstanding 
men of Detroit and 
always keen interest in 
MBA To his family, 


friends and business associates go 


died 


mortgage 
took a 


activities. 


our deepest sympathy. 


The 


merchants have recognized the fact that 
traffic conditions and parking facilities 
have much to do with the trend toward 
decentralization.” 

Mortgage bankers had better be on 
their guard in lending money on build- 
ings which can be used for only one 
purpose, G. D. Brooks, manager of 
the investment department of the Na- 
tional Life and Accident Insurance 
Company of Nashville, said in his ad- 
dress. 

“There can be exceptions to all rules, 
but ‘beware of war babies’ is one good 
rule to follow. Many industrial 
companies came into being during the 


new 


war and were able to operate on a 
highly profitable basis, due, in some 
instances, to the fact that they 
had a ‘blank check’ from the 
government. ‘These are highly de- 
sirous of remaining in business and 


some of them are attempting to break 
into fields that are highly competitive 
and dominated by large and financially- 
strong corporations of many years ex- 
perience. While the financial statements 
of some of these ‘war babies’ may still 
be strong, the chance of success in their 
particular fields may not be very good. 
Some fields are becoming very crowded 
at the present time and it is almost 
inevitable that the ratio of failures will 
be very high.” 





FRANK C. RATHJE 
(Continued from page 13) 
= a time when the pri- 
the 


There was 


mary consideration in establishing 
amount, which could be soundly loaned 
on a real estate mortgage, was the pros- 
pective value of the underlying security, 
in case of default. In the last 15 years, 
there has been definite shift from that 
viewpoint. A prior consideration has 
asserted itself, and rightly so. It is 
recognized that payments on mort- 
gages must be made from the earnings 
of the borrower. 

“Tn the cross current of forces that 
will have their impact upon us in the 
future, we will be subjected to many 
pressures which may cause us to deviate 
from sound principles of mortgage 
banking. In no field is private enter- 
prise being tested more vigorously than 
in the field of housing and mortgage 
finance. Leadership of a high order is 
required.” 
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A Sunday 


in Cincinnati 


When our FHA approved mortgagees get together 
to see how they might get the automatic loan 
guarantee and consider other current FHA ideas 





HOULD FHA approved mort- 
gages have the right of automatic 
guarantee for their GI loans just 

as banks and savings and loans now 
have? MBA members think so and 
voted accordingly at the closing gen- 
eral session of our 33rd annual conven- 
tion. The voting ran roughly 35-to-1 
in favor. 

If the Convention could be said to 
have a central “theme,” the automatic 
guarantee was it. Probably no other 
single subject occupied so much dis- 
cussion time as it did, particularly at 
the Sunday afternoon session the day 
before the meeting opened. These are 
program notes of that meeting as your 
editor saw it. 

The conductor William G. 
Nelson, chairman of our FHA 
mittee and vice president of the Mer- 
chants National Bank in Chicago. 
A. H. Cadwallader, Jr. of San An- 


tonio was the opening speaker. 


was 
com- 


He told of the events that had trans- 
pired up until now and the efforts made 
to get approved mortgagees eligible for 
this privilege. When the matter first 
came up, VA asked FHA what its 
supervision of mortgagees consisted of 
and, as a result, Mr. Odom of VA 
ruled that it was in no way comparable 
to that given banks, savings and loans 
and other state or federally supervised 
institutions. 

“We were amazed,” said Mr. Cad- 
wallader attached the 
greatest importance to this guar- 
antee. We feared that builders would 
go the B and L’s, saying ‘you boys are 


> >) 


too slow e 


He then related 
Texas members, greatly exercised be- 


“because we 


how a group of 
cause approved mortgagees were denied 
the guarantee, met several times. Later 
came various Washington conferences 
with members of MBA’s Washington 
and FHA committees. He said that the 
upshot was about as follows—Pavesich 
said “‘no,” Odom said “‘no” and Com- 
missioner Foley said “no.” 

That left only legislation, said Cad- 
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wallader and bills to accomplish the 
desired objective were introduced by 
Congressman Paul Kilday of ‘Texas 
and Senator Edwin Johnson of Colo- 
rado. During the closing session of 
congress, with the log-jam of other 
legislation, no action was taken. 

The importance of the automatic 
guarantee does not now appear quite 
so great as it did originally, Cadwal- 
lader said, but may very well be later. 

“T think we have a most important 
thing to ‘sell’ the VA, especially if the 
B and L’s absorb their 
limit later on.” He admitted that any 
legislation in the next congress would 
have to have the VA’s blessing which 


loans up to 


up to now it has refused to give. 
Following Cad- 
wallader, Commis- 
sioner Raymond 
Foley spoke and, in 


his opening state- 
ment, said he 
agreed fully with 


Meleverything Mr. 
7) @| Cadwallader had 
~ said — except in 
A, CADWALLADER one important par- 

ticular: namely, 
that he (Foley) was against the guar- 
rantee for approved mortgagees. He 
clarified his position in this way: 
FHA doesn’t object but said that it was 
asked for the facts about its supervision 
of mortgagees and, in all fairness, had 
a full and honest statement as 
to what it consists of. 





to make 


It is not comparable to that given 
banks by federal authorities, he said, 
and could not be construed as such. 


“When I said ‘no,’ I didn’t mean I 
was against it but that I had no authori- 
ty. FHA has no authority to supervise.” 


Samuel E. Neel, MBA Washington 
counsel, spoke briefly on the measure 
and said there was nothing to do until 
the next congress convenes. 


“The going will be tough unless we 
can change the VA attitude,” he 


warned. 
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R. D. Buck Walton of Houston, ad- 
dressing the meeting, reiterated the im- 
portance of securing the guarantee. 
Allyn R. Cline of Houston declared 
that the real importance of securing it 
for FHA mortgagees lies in the future 
and that “in a matter of weeks or 
months, these G. I. loans will be moving 
down the line as simply as letters are 
mailed.”” He beseeched FHA’s assistance 
and added “We need FHA and FHA 
needs us.” 

On a motion by George H. Doven- 
muehle of Chicago, it was voted to ask 
MBA to exert every effort to secure 
the guarantee—which was later incor- 
porated in a resolution passed by the 
full convention. 

Mr. Nelson then introduced the ques- 
tion of the refinancing certificate and 
asked what we can do “to put some teeth 
into it. It seems of little value now.” 
Mr. Foley admittedly said it was a prob- 
lem and mentioned that one Detroit 
lender contends it is unconstitutional. 


“Unless there is evidence of fraud 
or there is an incorrect statement of 
fact, FHA is without power to go be- 
hind the certificate,” he said and added, 
“if we did, we would be longer in our 
processing time than we are now. 


“We have studied the law and can’t 
find any way to make it work better. 
The law is not at all specific. It is bad 
now because we have few loans and so 
much money,” he said and concluded 
“T have no solution.” 


Next matter brought to the meeting 
was the idea of 100 per cent FHA loans 
at 4 per cent which would mean financ- 
ing through FHA in about the same way 
as under 501 of the Veterans Act now. 


The story was told how it was origi- 
nally planned to add it to the Patman 
bill, how Senator Barkeley was seen and 
how he in turn was to see Wilson 
Wyatt, but that the contact was appar- 
ently never made, because of the rush 
of business in the last days of congress. 


Foley said he was for it then and “T 


(Continued next page) 
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Expert Says Farm Real Estate Prices Will 
Likely Continue up in 1946 and into 1947 


of the most significant addresses 


ON! 


»f the whole convention was one 
which iandful of members 


heard. It Dr. E. L. Butz, 
head of the agricultural economics de- 
partment of Purdue University. Dr. 
Butz has directed MBA’s Farm Mort- 


years 


I only a 


was that 


rage Seminar for the 


and has been largely responsible for its 


past two 


success. 
At the 


meeting of farm 
who heard it declared that it represented 


Convention he addressed a 


lenders. Everyone 
a really important public statement at 
this time. L. E. Mahan of St. Louis, 
past president of the Association, de- 
clared it was a tragic circumstance that 
the Convention did not get to 
hear it. 

The 
United 
tial inflationary 


vear or so, to de 


entire 


prices in the 
rather substan- 
another 
followed by a decline 
back to 


not pre-war, Dr. 


general level of 
States means a 
increase for 
which will carry prices about 
1944 or 1945 levels 
Butz said. 

[his price reaction will come when 
the volume of civilian production be- 
rins to catch up with effective civilian 


demand and when the flow of relief 


supplies to Europe begins to subside. 
intelligently when 


he stated, 


If we act the 
price the 


period predicted above should be fol- 


reaction occurs, 
lowed by a long spell of relative pros- 
The price level will remain rela- 
high (1945 level) for at least a 

perhaps longer. This will be a 


perity. 
tively 
dec ide 
period of generally good business and 
for efficient man- 


satisfactory rewards 


agement. 


Dr. Butz predicted that the net in- 
come of farmers in 1946 will probably 
be the highest on record, in spite of a 
rise in operating costs, but that 1947 
net farm income will be somewhat low- 
er because prices of non-agricultural 
commodities may be expected to rise 
relative to agricultural product prices 
during the’ year ahead. 

He predicted that the immediate post- 
nflationary period in which we now 
are will probably be 
World War II than it was following 


World War I. Although 1947 


wal 
longer following 


will 
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probably see some narrowing of the unit 
profits margin in agriculture because of 
increased costs, it now appears that a 
policy of large farm production in 1947 
will continue to be profitable. However 
a time when caution should be 
exercised regard to long-time 
financial commitments. As the volume 
of industrial production rises and prices 
rise, a point will be reached when a re- 


this is 
with 


ulignment of prices will bring a situa- 
tion less favorable to agriculture. This 


late 1947. 
When 


rent 


could come in 


the 
inflationary 


cur- 


period ends, prob- 
ably in the latter 
part of 1947, agri- 
cultural prices will 
probably decline to 
their level of a cou- 
of years 
their pre-war 

If our busi- 
political 
leaders act intelligently at that time, we 
should experience a long period of rela- 


ago, 


Dr. Eart Butz 


ness and 


tive prosperity. 
The price level will remain relatively 
high, perhaps at about the 1945 level, 
the United 
‘catches up” in satisfying the ac- 
cumulated for machinery, 
buildings, equipment, furniture, 
mobiles other such 
could not be replaced during the war. 
a period of relatively 


for a decade or more as 


States ‘ 
demands 
auto- 
and items which 
This should be 
full employment and strong purchasing 
power for the products of American 
farms. This be particularly true 
for those farm products with an elastic 
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support it but we can’t lobby for it.” 
Regarding building costs, Commis- 
said: “Costs are too high 
and if they continue to rise, the private 
home g 
fronted with most serious problems. 


sioner Foley 


building industry may be con- 

“‘We hope prices will stabilize before 
not too long when materials and equip- 
ment become more available,” he said 
that “‘of don’t 
want to stop building now just to cut 


but added course we 


, 
costs, 


The 


demand, such as livestock, poultry, dairy 
products, fruits and some vegetables. 
This period will compare roughly with 
the years from 1922 to 1929. Farm 
prices probably will fluctuate somewhat 
below the parity level. 

“The level of farm real estate values 
in the United States will probably con- 
tinue to work upward through the re- 
mainder of 1946 and well into 1947. 
They may reach their peak in mid 1947 
or late 1947. It is likely that real es- 
tate values will recede from the peak 
much slowly than they did in 
1920, principally because of the low 
level of 
present time and the prospect of much 
fewer distressed farm sales following 
1920. Moreover, a somewhat higher 


more 


mortgage indebtedness at the 


price level during the decade ahead and 
a lower rate of interest than after 1920 
will work together to maintain higher 
real estate values than prevailed in the 
decade before the recent war. 

“Tt appears that during the 
decade ahead, although certain national 
indexes may show agriculture at a com- 
parative disadvantage with industry, 
farming will be profitable on well or- 
ganized, economic sized units which are 
burdened with excessive debt.” 


now 


not 
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from 


that is likely to be true in almost any 
city where we hold meetings in the next 
several years. The hotel 
everyone well knows, hasn’t eased any; 
in fact, has gotten considerably worse 
if anything. That is why one of Secre- 
tary George H. Patterson’s biggest prob- 
lems at the moment in arranging the 
1947 program of meetings so as to best 


situation, as 


accommodate the entire membership. 
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Campbell and J. A. Gray of Mon- 
treal and G. C. Elliott of Winnipeg. 
Past President L. E. Mahan of 
St. Louis, MBA’s representative on the 
U. §S. Chamber’s Construction 
Civic Development Committee, will 
attend the next meeting of this group 

November 21. 





and 


Photographs on pages 11 and 12 are- 
from Real Estate News of Chicago 
and were taken by Henry J. Kracalik, 
advertising director, who attended the 
Convention and did a masterful job of 
covering it in his October 11th issue. 
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